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ABSTEACT

Sccial 1insurance is a ccopulsory imnsurance grogranm,
waich is now commcnly applied throughout the wcrld.
Indonesia has also adcpted social insurance proyrams, whica
for the military perscnnel is managed by a government insur-
ance ccmpany called EERUM ASABEI. - This thesis analyzes the
social insurance benefits provided for the Indonesian mili-
tary rersconel, particularly the Dbenefits from the savings
aspect of the insurance prograrn. The present value method
is applied to calculate the contributions made by a hygo-
thetical military officer and the benefits he would Lke enti-
tled. Based on this analysis, recommendations are sugyested
for a Letter and fairer benefit schene, while pnot threat-
ening the ccntinuity cf the company's operation.
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i e S et S

A. SCCIAL INSURANCE

Insurance in modern society is an important e€cchnogic
tool which has the fcllowing amultiple uses: [Ref. 1]

1. introducing security into personal and business situ-
aticns,

2. providing a desirable means of saviny and a means of
capitalizing earning fower,

3. safeguardiny beneficiaries fron bankruptcy or
poverty, while serving tc eliminate their dependency on
cthers as a result oi such situations, and

4. prcmoting econcmic development.

Insurance institutions have taken two tasic fcrms of
cwnership ¢ private and public. Private ipsurance consists
of all types of coveragye written by privately organized
grougs, while public or social insurance includes all tyjes
cf ccverage written Ly governmental bpodies. Theoretically,
social insurance is urlixely tc exist without the supyort ot
the gcvernment, since no private insurers would have the
capability of managirg and fipnancing the large populaticns
covered ky such insurance.

The main text of this thesis will include both a discus-
sion and ccmparison of social insurance as it was ccnceived
and as it pow exists in the Upnited States, and the social
insurance system which is presently being implemerted in
Indonesia. The fpurpcse for analyzin; social insurance is to
deternzine whether or not the social insurance systen which
presently exists in Indonesia as 1t relates to military
personnel is fair tc both the company and its @memlers.

Specifically I plan to analyze the benefits provided by
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PERUM ASAERI using tle present value amethod to deterzine its
fairness.

The Social Security Act, <cne example of the inplementa-
tion c¢f a social insurance plan, was laurnched in 1935 by tte
United States Governrent. The Act was put into effect at a
time when public expenditures to counter want and defpendency
were teavily weighted by the demands resulting frcm lcng
continued mass unemployment and exhaustion of personal and
commurity resources. This time, of course, was during tiae
early years of the great defpressioa. Since that time jrac-
tically every American &nas become either a beneficiary, a
contritutor, or a dependent of a contributor. [Ref. 2]

E. SCCIAL INSURANCE IB INDCNESIA

Indoresia, one of the young developing <countries wita
its own particular sccial and economic problems, has adcpted
compulsory social insurance plans. Tne plans are managed by
three goverpment ownedl! comfpanies, i.e. :

1. FERUM TASPEN (Perusahaan Umum Tabungan dan Asuraasi
Sosial Pegawai Negeri or the Public Company of Savinj; and -
Social Insurance for Government Servants) was established 1ia
1963 with the issuance of Government Rejulation No 10. This

tAn Indonesian Government Owned Comparny called
PERUSAHAAN NEGARA,is a corporation in any form gﬁqse entire
capital is cwned by the government. _The specification of
FERUSAHAAN NEGARA can be in tne _form of:

a. PERUSAHAAN JAWATAN or PERJAN, ~a government owned
company under the ordinance of "Indoneische Bedryvenwet"
1927. Exp. PERUSAHAAN JAWATIAN KERETA API (The Failroad

Comparny).

g. YLEEUSAHAAp UMUM or PERKUM, a government owned company
under  the ordinance of The Govérnment Rejulation® as
Substitute law No. 19, 13960, Exp. PZRUM _ASABRI (The Puciic
Compan¥ cf Savipg ard Social Insurance for the Indonesian

o)

Armed Ices).
. Cs PERUSAHAAN PERSEROAN or PERSEROC, a corporation in
which the gqovernment possesses certain shares, while its

legal €entity is_under the ordinance of the Business lawlook
1847. Exp. PT1.SEMEN GRESIK éPERSEBO) (The Governmenf

Corgcration of Cement Gresik). Ref. 3]

10




regulaticn rejuires that all fersons on government payccll
automatically become members of tae progjram. { Ref. 4] Its
coverage includes:

a. a saviny insurance prograum,

k. a life insurance program.

2.PEEUM ASTEK (Ferusahaan Umum Asuransi Sosial Tenaga
Kerja c¢r the ©Public <Company of Social Insurance for
Manpower) was estallished 4in 1977 with the 1ssuance of
Government Eejulatican No 33. This 1s a social insuraace
rlan for private workers (those who do not work for the
governmert and are nct likely to become members of two above
menticned social insurance companies). PERUY ASTEK is
managed under the sufrervision cf the Department of Manpower
and Transmigration, and has bepefit scunemes coveriag:

a. a labor accident risk insurance prograt,

be. mutual saviig and life insurance programs.

3. PERUM ASABERI (Perusahaan Umum Asuransi Scsial
AnJkatan Bersenjata FRepublik Indonesia or the Public Ccapany
cf Saving and Social Insurance for the Indonesian Armed
Forces) was enacted in 1971. Separated from PERUM TASPEN,
it was established with the issuance of Government
RegulaticnNo 44, Its intent is to operate a social ‘nsur-
ance plar for military personnel and civilians servinyg in
toe Departrent of Defense. [Ref. 5] 1Its coverage 1is the
came as pEnUM TASPEN:

a. a saving icsurance grogran,

E. a life insurance [program.

FERUM ASABRI 1is managyed wunder the supervision oI the

Cepartmert of Defense, having the characteristics of
Froviding death insurance benefits, besides the gereral
characteristics ¢f a saving fprogram. Its limited members

and the contribution feinyg received by the company is a part

of the 1nteresting maragyement features.

11
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3. Menkership

A rerson builds protectior wunder the OASDHI prcjraa
turough working 1in enployment ccvered under varaous Sccial
Security related 1legislatioun. Coveraje 1s, 1n general,
compulsary. Contribttions on wage and salary workers' earn-
ings ur to a statutcry maximum each year are withpeld and
matched ty ewmployers. Self-employed persons pay contriktu-
tions ¢n tkteir annual earnings up to the same raximum as
emplocyees, but at a bigher rate. Contributions cf wcrkers
witn more than one exployer are withheld and matched up to
the abnual gaximum by each emfployer. Self-employment earn-
ings c¢f wage and salary workers are taxable oniy up tc tae
amount by which their wages are less than the annual maximum
taxaktle amount. Premiums are paid on a voluntary basis fcr
certain pcrtions of the Medicare program. All contributicas
and premiums are credited to the various trust furds tbhat
are the sources of payments for:

a. Montnly benefits when the worker retires, dies,
or becomes disabled

E. Service Lenefits when eligible aged and disabled
individuals incur hospital cr medical expenses

c. Vocaticnal rehabilitaticn services wnhen
disakility Lenefits are beiny received

d. Administrative expenses f£or €ach program.

No funds are distursed for any other fpurpose.

A number 1is 1issued to a person by the Social
Security Adszinistraticn to keep a record of earainys and ot
the renefits Dbased ¢n these earniangs. Taxable wages and
self-employnment income€ are reported by employers and self-
€nployed individuals and <credited to the worker's record
under his sccial sectrity number. [Ref. 12]
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longer-range provisicns of the Act were desigjnel to prcvide
insurance tenefits fcr employees in comuwerce and industry
that wculd furnish a lrasic 1income 1n old-age retirenent and
during limited periods of involuntary unemployment. Workers
were to pay a small percentage of their earnings up to a
specified ceiling intc a trust fund, and their emplcyers
were tc contribute an equal amcunt.

After the passage of the Social Securi.y Act, the
predcominant eaphasis, until recently, has been c¢n inccne
maintenance rather than poverty elimination. More attention
has been paid to raisiny benefits at tne upper income levels
than to making sure taat the @minizun benefits are indeed
adeguate to provide a standard of living above the poverty

line.

2. The OASDHI Prcgranm

1he 0lj-Aje, Survivors, Disability, and Health
Insurance (OASDHI) frogram [provides monthly benefits to S

retired and disaktied wcrkers and their spouses and childrea

and tc survivors of ipsured workers. It also provides Health
Insurance ltenefits for perscns aged 65 and over, and
starting July 1973, for the disabled under age 65. (Cld~age
retirement benefits were provided by the original Sccial
Security Act of 1935, benefits for spouses and children and
survivers by the 1939 amendments, Lbenefits for the disakied
Ly the 155€ amerdments, and benefits for the spouses and
children cf Jdisabled workers ky the 1958 amendments. The
1965 amerdments initiated the Health Insurance frogram,
generally known as Hdedicare. [Ref. 12]
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The Social Security Act covers a numcer of frcgrams
wihich have the kasic objectives of keeping individuals and
families frcm becoming destitute due to loss of earnings,
Frotecting clder persons against the expenses of illnesses
that cculd ctherwise exhaust their savings, keeping fauzilies
together, and giving children the opportunity to grcw ugp in
health and security. These [frograms are: [Ref. 11]

a. Retirement insurance

k. Survivors insurance

c. Lisability insurance

d. Hospital and medical insurance for the aged

€. Unemployment insurance

f. Public assistance and welfare services:

1) 0ld age assistance

2) Aid to the blind

3) 4id to needy families with children

4) Aid to the permanently and totally disaktled
5) Medical assistarce

6) Material and child-health services

7) Services for crippled children

8) Child welfare services.

Thougb the Social Security Act is a Federal law, the Federal

Goverrment operates only the first four of the aktcve ‘
progyramss. The other frograms are operated by the States wittk .
Federal cogjeration.

Thrcugh the federal-state partnership implemented by 1
federal grants-in-aid, assistance became availabtle in
February, 1936 wunder the federal-state program fcr needy
persons in three groufps of the porulation that in gocd tiames
as well as kad, have little or no capacity to earn their cwn
living - the aged, the blind, and caildren deprived of
Farental sugpport or care through the deata, aksence trom the
honme, ¢r physical or wmental incapacity of a parent. .f%j
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Eecause the ftenefits and ccantribution rates may be made
non ccntractual and flexible, and because the governrent has
the taxing power, scme risks waich are non insurakle by
sound private insurance standards are insurapie under sccial
insurance frograts. For exarple, Old-Age, Survivors, and
Lisability Insurance, as it presently exists, could nct be
underwritten by a private insurer, as there are toc many
unpredictatle variables in the prograum. '

Apother case in pcint 1is unemployment insurance, which
is nct underwritten Lty private commercial insurers tecause
they consider the chance of lcss to be unpredictable and the
€xposure units toc be interdependent. However, some ernplcyers

have develored self-insured unemployment "insurance" plans.

D. SCCIAL SECURITY IF THE UNITED STATES

The Social Security Act was passed by Congress and
Lecame law cn August 14, 1935. It was launched during the
great defression and was conceived then as a kind of sccial
insurance. Although never intended to be subject to the
strict actuarial standards wused by private insurarce
Erograms - in which accumulated premiums are invested, indi-
vidually accounted for, and contractually related orn the
tasis of equity earnped to the benefits later payable - the
original old agye and survivors social security plan, never-
theless, was seen as a modified <form of that concefgt.
[Ref. 10 Ipn general, social security has two major cljec-
tives whcse relative importance has changed from time to
time. First is the eliminatiom of poverty through provision
cf some minipum income. Second is assurance of the mainte-
nance ¢I sopge specified fraction of previous incomes in the
event there should re an interruption or loss of earning
Eower.
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1. Participation is compulisory for all eligible jersons.
Ctherwise scme individuals would elect to be covered and the
Folicy cltjective of a flcor of protection for all memkers of
a defired group would be thwarted.

2. 1The henefits are prescriped by law. There are no
contracts, and it is possikle (but nighly imgrobable) that
the government will rescind the benefits in the future. ’
Periodic changes in the benefit structure are very likely '
through changes in the law. )

3. The system redistributes income 1in addition to
providing frotection through a pooliny arrangement. Tae ’
lower income groups, the insureds with many dependents, and
the garticipants who were elderly when the system was inau-
gurated receive more benefits for their «contributicns thaa
most cther fparticipants. If this were not true, it would be ’
impossible to achieve the public policy objective of a flcor
of [fprotection for all participaants, since some insureds
would ke unable to afford adeguate protection. The Etenefits
are not e€quitable in the private insurance sense, Lut they )
are nct meant to be. Other standards ot performance nave
Leen deemed more impcrtant.

The contribution rates are scheduled, but the goverrtment :
may and has revised tke schedule periodicaily. Consegquently, )
Eankruptcy is impossible as lony as the government has acm
eifective taxing power, although it is conceivable that the

taxes may become unbearable. An individual's contrikbution

may vary yearly even thouyh the tax rate remains fixed, for )

the tase (annual inccme) wupon whica the tax is levied may

fluctuate from year to year. The fluctuations may have

little or no effect cn the renefits. o
4. The governmert sSystem 1is a monopolistic system. ) 4

However, [ublic pressure forces a coantinual reassessment of

renefits arnd contribution rates. ]
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compulsicn, to yive orgyanization, or to supply other ingre-
dients inp a successsful insurance foramula. Social insurance
has a Lasic purpose of fproviding a certain degree of '
econcmic security tc members of a societ; against risks
waich are beyond the control of either the individual or a
grour of private individuals organized for mutual protection
Ly a private insurance company. Neither private agencies '
nor the irdividual were able ccmpletely to meet successfully
the various problems 1leading to old-age dependency, ill
health, «c¢r unemployzent. In an industrialized economy,
these fprcblems are essentially beyond the power of ary indi- '
vidual tc sclve. It is no longer accepted reasoning, for
€xanple, that an individual is solely to blame for his unem-
Fioyment and should kear the entire cost himself. It is also
recognized that it may be beyond the power of the individual '
to prcvide completely for his own old age Lecause <cf the '
nature of the economy in which he earns his livinyg.
Social insurance bas the further purpose of hLelging to
stapilize the economy in various ways and to maintain a full '
emplcyment level. Unemployment insurance Ltenefits, for
example, have a reccc¢nized stabilizing effect in pericds of
recession. If an emjployee without savinys loses his jck, he

does not have to go cr relief roles immediately, but perhnaps !
may only find it necessary to reduce ais standard of 1liviang ]
tempcrarily until a new job is found. If a community's main
source c¢f employment is cut off, the blow to Lusiness
activity is thus softened, although a new source of employ-
ment sust re found tc replace that which was lost. Hence,
social insurance will include all insurance arrangements in
which the government acts as the imsurer, subsidizes the
operatior, cr requires the insureds to purchase protection. b
Social insurance differs from the most common forms of A
Frivate insurance in four imgportant respects: [Ref. 9]
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The furpcse of social insurance 1s then to prevent e€conoric
insecurity by pcoiing the «ccntributions paid by covered
earners and their esrloyers to provide protection ayainst
the 1lcss of earned income for a portion of the iLsureds.

The social insurance plans tend to be introduced when-
ever a sccial froblem exists which requires governmental
action fcr solution and where insurance methods are deened
most afrfrorriate as a solutiorn.

A social rroblem is a condition or set of circumstances
that scciety, as a whcle, finds repugnant or otherwise unde-
sirakle, and for which the solutions are generally teycnd
the ccntrcl of the individual. Examples are the prctlems of
crime, foverty, unenployment, mental disease, ill health,
dependency cf children or aged persons, economic privation
of a certain class such as ayricultural workers, drug
addicts, industrial accident victias, and divorcees and
their families. Insurance 1s not an appropriate methcd of
soluticn fcr many of these problems since the peril is not
accidental, fortuitous, or predictabile. In other instances
insurance is perhaps feasible, but due to tne catastrophic

pature of the event (as in unemployment), private insurers

cannct undertake the underwriting task because of lack of
finarcial capacity. 1This means tanat if the insurance metiod
is tc be used as a =clution for certain problems, gcvern-
mental agencies wmust either administer or finance the insur-
ance fplan.

The justification for social insurance, then, 1lies in
the fact that some ibpsurance tasks either cannot or are not
accomplished by private insurers without assistance froom the
government. These tasks ccncern social problems which are
deemed tco important to ignore. [Ref. 8]

The ecoromic prcklems invelved in social insurance are
such that governmental action is necessary to solve legal

difficulties, to supplement financing, to 1intrcduce
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TABLE 1 .
Division of the Ipsurance Business
Private Insurance 1
Fire Casualty
Fire Accident and sickness
Extended coverayes Automobile insurance
Business interruption Workmen's compensation
Related lines, such as Liabiliity coverages
srrinkler leaﬁage, )
water cdamage,etc Burglary,robbery,and tneft
Glass
Power plant
Credit
Marine Suretysaip 1
Ccean Marine: Fidelity | o
cargc Surety _
Hull Foryery ]
Freight . j
liability . .".R
. Life
Inland Marine: LI
Transportation Life ;5';+
Instrumentalities of Annuities -
transportation :
Froperty floaters Accident and sickness :
Bailee coverayes )
Social Insurance ’
Federal Government State Government 1
Clé age, survivors, aad Workmen's compensation %
disakility insurarce ]
Frogzran Unemployment -
Miscellaneous prcgrams, Accideat & sickness [fpragranm
such as war damacé . 1
insurance, etc Miscellaneous programs
4
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B. FEIVAIE INSURANCE

The classificaticn of insurance into private and sccial
insurances, can alsc be distinguished through its ccverages
(Table 1I) The private insurance coverages are generally
divided intc three major types :

1. Fire and marine

2. Casualty and surety

3. life

Private insurance plans generally possess the following
characteristics: [Ref. 9]

1. The frotection is voluntary, insureds pust be scld on
the need fcr protection. As a resuit, some perscns Luy
€lither nc¢ jrotection or ipadejuate protection, and they
retain their freedom c¢f economic choice.

2. The insurance contract is a legyal instrument which
cannot te changec¢ and which can be enforced in the ccurts.

3. The cost of each individual's protection is deter-
pined on an actuarial basis. His benefit amounts and his
loss and exgense producing fotentialities are considered in
determining the price, for the price of the G[prctection
should equal the exfpected ccst.

4. The protecticn 1is provided by many insurers of
various types who cconpete with one amnother for insureds.
Competition forces tle insurers to reassess their corntracts
and prices fperiodically.

C. TEE SCCIAL INSURANCE
The Cczmittee on focial Insurance Terainology offers the

folleowing definition cf social insurance:

A device for foolirg of risks by their transier to an
organization, usually governmental, that is re%u1red by
law to rovide pecunidry or servlicCe penefits tc cr on
behalf oI covered fersons urcn tke occurance of certaia
predesignated losses. [Ref.
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enough to ccntemplate various types of social insurance. The
definiticn also refers to insurance as an economic institu-
tion, while its legal status is not important, since it can
ke a chartered insurance company, a private corporatiorn, a
grour of associated individuals cooperating in an insurance
venture irfcrmally, c¢r a govermmental agency. It alsc reifers
to "accidendal losses", because losses which are certain to

cccur are nct ipsuratlle.

AD ipsurable «risk should possess the following charac-
. teristics :

g

; 1. 1The number of insureds should be large and should be

indefpendently exposed to the potential loss, otherwise the
risk is pot reduced sufficiertly to permit safe operation.

—T—

2« 1The losses covered should be definite in timpe and

rlace to facilitate lcss ad justments.

——

S5« 1he chance of loss should be measurable, otherwise
the ccst of the frogram is indefinite.

L)

4. 1Tbe loss should be accidental from the viewpoint of
the insured. It is unwise to insure against iosses whica SR
the insured can bring about or against losses which are “ ]
tound to happen. Death, for example,is bound to hapren, Lut
the date of death is uncertain. [Ref. 8] p

Insurance is often referred to as an intangible since 1
the [fclicy holder receives 1in essence a piece of r[fajer . ;;
rather tktan a physical product. Because of the fact that --1
the tenefits of insurance ofté€én lie in the future, [eorle 1
tend to put off taking out the necessary insurance in favor - 1
cf purcpnasing articles which can ke enjoyed immediately. For A_
this reascn, insurarce companies have generally found it ;i 3
necessary tc¢ emgploy agents to seil their products tc the .
public. The purpose cf the agent is to explain policies to
the puklic and attempt to «convince potential clients that
they will bepefit frcms the fpurchase of insurance.
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benefits of pecuniary value_  upon anotner party, bherein

called the 1insured or beneficiar,, dependent upcn the

harrening of fortuitous event in’~ whican the insured or A
beneficiary has, «c¢r is expected to have at the time of -
tais nappen1n§ of such event. A fortuitous event is_any '
occurarce or failure to occur which is, or is assumed by

the parties to Dbe, to a sulstantial extent beyond the

contrcl c¢f either fparty. [BRef.

Frcm a social standpoint, insurance may be observed as a -

method of combiping a large enouga group of units to make

the lcss rredictable. This method enables the individual to

obtain irsurance at a reasonakle rate and thus to frotect

*; bimself against the fossibility of disastrous losses. -
From the standpoint of an accountant, insurance may be

defined as a method of substituting a small certain loss for

a large uncertain loss. The 1individual suffers a mcnetary

loss ty raying a small premium which he otherwise would not -

have tc ray. In return, however, protection against the

R

Fossikility of a large loss will be obtained. The loss, of
course, may or may nct occur.

Greene offered a definition of insurance, which covered ;;;;
two majcr ccantexts :

1. as a legal contract, and

2. as a social or econcmic institution designed to o
perform certain functions, as follows: Qi

Insurance is amn eccnomic institution that <reduces risk
ccnkining under cne management _ a group of objects so
situated that the a%regate accidental losses to which
the grcup_ 1is subjec eccme predictable within bnarrow
limits. "It is ustally effected by, and can be said tc
include certairn legal contracts under which the insurer
fcr consideration,” gromises to reimburse the insured or
render services _in case co¢f certain described accidental
%gsies suffered duringy the term of the agreement.
ef.

Tbis definition stresses how the main economic function
rerformed ty insurance, namely, risk reduction is accca-
Fiished. The word "ysually" is to imply that not all insur-
ance is effected by reans of a legal coatract. This is krcad
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II. IBSUBANCE: PRIVAIE INSUBANCE AND SOCIAL INSURANCE

—— e St o ot . - i — —

A. INSUBANCE ANLC ITS DEFINITICN

Cne c¢f the greatest proklewms that people face in life is
the danjer cf loss or injury. It manifests itself in various
forms such as disease, disakility, death, uneaployment,
fire, natural disaster, political chaos, war and all the
rest ¢f an endless list. The danger comes to 1life uncer-
tainly sc that everylkody bears a certain risk, thus creatinyg
a feeling of insecurity. Peofle have steadily sought ways
and means of avciding the threat of unexpected injury to
themselves cr others which results from tne existence of
these many risks. Insurance is the most universal and prcb-
ably tke soundest scheme fer avoiding or traansfering risk
that bas as yet been devised. [Ref. 7] The major value of
insurance is that it enables policy holders to eliminate
constant worry about the loss of their possessions c¢r taeir
health. To most pecple, uncertainty and insecurity are a
type of mental pain. Peace of mind may taerefore ke ccnsid-
ered an intangible berefit provided by insurance.

Insurance may be defined in many ways depending upcro the
standpoint from which it is viewed. ([Ref. 1] From the legal
standroint, insurance is a contract whereby the insurance
compapny agrees to make payments to a party, should the event
insured against in the contract occur. Thus insurance may be
looked upon as a series of contracts whereby the insurance
company agrees to indemnify the insured against «certain
losses.

The New York Insurance Law defines insurance as follows:

The term insurance contract shall be deemed to irclude
any agreemtent or cther tranmsactioa uberebg one fparty,
herein called the insurer, is obligate tc ccnfer

14
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the insurance cowmpany using the present value methnod. lae
result of the comparison is not the abpsolute fairness neas-
urement, since PERUM ASABRI also bedars other obligaticos
which shculd be taker into consideration.

The methodology tsed in my thesis 1s by:

a. Acgjuiring jpertinent information on some cf the
company's major protlems tarough personal interviews wita
some ccmpany officials.

b. Using the Lenefit schemes yrovided by the coamgany
in their gpublication titled : Petunjuk untuk Mendapatkan
Santupan ASABRI. [Ref. 6]

C. Hypothecizing and documenting what a career
officer would contritute to and gain from being a member of
the insurance g[program using the present value method
discussed in section C of Chapter IV.

Chapter II discusses the bpature of insurance, rarticu-
larly the sccial insurance and its practice, walch, in the
United States, is known as social security.

Chapter III discusses the pature of the social iansuraace
systen Ior military fpersonnel in Indonesia.

-Chapter IV shows the structure of the present value
model, alcng with scme assumptions-and sipplificaticn it
assume€s.

Chapter V will apply the present value model tc the
current ASAERI benefits scheme to evaluate its fairness.

13
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C. JEE 1SSUES

Realizirg the fact that PERUM ASABRI is still very
young, and the benefit scales have oDeen reassessed many
times to meet the "fairness" of the compensation, freguent
questions asked by members are: What 1is the «criteria of
fairness that is used to calculate the benefit amount? Is
the ccmpany's ability to pay the benefits the single consid-
€raticn in determinirng bernefit amounts? Members argue that
money today is worth more than it will be tomorrow, e€sfe-
cially Lecause of tlke high inflation and interest rates.
They always think in term of saving their money rather ttan
contributing it to a social insurance program. No one will
argue€ against the mandate of the social insurance grcgran,
since tle contributicn they made in the form of salary
deductior is ccnsidered reasonable. What is at issue is the
guestion of fairness of the Lenefits amount in ccoparison
with the ccapulsory ccntributicns made.

Ancther question being raised is whether P2ERUM ASABRI
will ever go bankrupt or find itself in a deficit situation
due tc tle shrinkage c¢f funds. Such a situation has kefailen
the sccial security frogram in the United States. If this
prokblem e€xists, thep a careful actuarial calculation with a
sufficient safe cuskion should be made 1in settiny Uuf the
formula tc calculate the necessary benefit amount.

D. 1EE RETHODOLGGY

One method in measuring the fairness of a savings insur-
ance frogram is by ccmpariny the present value of Loth the
contritution being paid every month, wita the benefit amount
that would be received by the beneficiary later on. Ttkis
compariscn should reflect a medsure orf fairuess. The
Furpcse cf this thesis 1is tc analyze the fairness of the
kenefit provided by EERUM ASABEI to both the Lemerficiary and

.......
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x‘ Funds nct withdrawn for current cash or service
kenefits, the financial interchange, and aldministrative
€xpenses are invested in interest-peariny Federal securi-
‘ ties, as reqyuired by law; the interest earned 1s also depcs-
‘ ited in the trust funds.

There are four sefrarate accoupts 1n the JUnited States
.Treasury, in which tle eqgquivalent of taxes received are
deposited under the Federal Insurance Contributions Act, the
[‘ Self-Erzlcysent Contribution Act, and contributicns under
secticn 218 of the Social Security Act dealinjy with ccverage
of State amd local gcvernment empioyees. In addition, any
suns received under the financial interchange with the rail-
e road retirement acccunt; voluntary hospital and wpmedical
insurance premiums and transfers of Federal general revenues
are also degfosited ip these accounts. These four acccunts

are:
;i a. Old-age and survivors insuraance (OASI).- The
1 trust fund uased fecr paying monthly cash bLenefits to
E retired-worker {cld-age) beneficiaries and their defgendents
1 and tc sctrvivors of ipnsured workers.
i! k. Disakility insurance (DI).- The trust fund used

for faying monthly cash benerits to disabled-worker fterefi-
{ ciaries and their defpendents and for fproviding rehaktilita-
: tion services to the disabled.

® C. Hospital Insurance (HI).- The trust fund used for
paying part of the ccsts of inpatient hospital services and
[. related posthospital care for aged and disanled individuals
% who meet the eligibility reguirenments.

*‘ d. Supplementary medical insurance (SMI).- The trust
fund wused for payinmg part <c¢f the costs of physicians'
services, cutpatient hospital services, and other related
zedical and health services fcr voluntarily insured aged arnd
° disatled incdividuals. [Ref. 13]
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5. Cacsh Benefits

Monthl; cash benefits under OASDHI are faid as a

matter of earned right to wcrkers wuo ygyain insured status

and tc eligible deperdents and survivors of sSuch wcrkers.
Fully insured status qualifies a worker and Lis family ror
.I almost all Lbenerit types on the ltasis of his social security

€earnings credits. A worker who dies without being fully
insured may be currently insured, and his children and their

p

{ widowed mother would thus gualify for benefits. “Insured in
t~ event c¢f disability" status is required to gualify for a
L. disacled-worker benefit or to establish a pericd of

disatkility. A lump-sum payment is also payable on the deatk
of a fully cr currently insured worker. Certain persons aged

72 and over who do not meet the insured-status reguiremernts -
can 4qualify for small <fixed-rate woenefits under special
transiticnal provisicuns.
Cash benefits are financed through contriktutions
from wages and salaries and self-employment 1income (except .
for transfer of Federal general revenues to finance military
and cther gratuitous wage credits and ‘'special' benefits).
The <cash tenefit r[rcgram is administered by the Federal
Goverrment; there is no participation by private insurance
companies cr private pensiomn plans. [Ref. 12]
This chapter was intended to serve as « jpcint of
conment information akout social insurance as it exists irL
the United States. The next chnapter will concern itself with
the directicn that =sccial insurance has taken in Indonesia
with eaphasis on social insurance for the rmilitary
Ferscrnel.
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A. SCCIAL INSURANCE IN INDONESIA

In a developing ccuntry such as Indonesia, the rcle of
compulsory insurance i.e. social insuraance, as an ecconomic
institution is very important both for individuais as well
as for tke whole community as an entity. First, it will
provide protection for the individuals, such as in cld~agye
pensicn, health, sickness, deatn and labor accident insur-
ance, which will give a feeliny of security and welfare for
the eurlcyees or workers as well as their dependents, a
condition rasically needed to increase personal prcduc-
tivity. Second, it will supjort and enhance the national
develcpment progranm, since the contribution gygathered fronm
the menmbers as premiuvn by the insurance company is a fcrm of
compulsory saving from tne society, <c¢reating a pctential
domestic capital formation for the whole economic systeum.

Realizing the fact that people are not insurarnce minded
and aware e€nouyh of the benefits, while tbhey have to be
Erotected, the Goverrnent of Indonesia designed a coampulscry
social insuiance for the purpose of the continuaticn cf the
program, for each group of jpeople inL the society:the
civilian servants, the military persoannel, and those who
don't work for the gcvermmert.

In ccmparison with the social security program 1in the
United States which covers various other kinds of teneriit
catagcries such as, the social ipsurance, public assistance,
and weifare prcgraus, the social 1insurance progyras 1o
Indonesia today covers only the first cat agory just

menticned.
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B. SCCIAL INSURANCE FOR THE MILITARY PERSONNEL IN INDORESIA

1. consideratiors and Missions

Scme of the important consideration in estaklisaing
PERUM ASABEI separate from FEEUM TASPEN are as followus:

a. The systemn will guarantee better management and
contrcl (military way) so that they could provide ketter
tenefits and faster service to the beneficiaries, since aost
of the key positicns could be assumed Dby ex-military
persornel, who undouktedly still possess their own interest,
furthermcre , the cogfany's pclicy could still be contrclled
Ly the Lepartment of L[efense. This is an important feature
in accordance with the policy of giving better soldier
welfare and maintaining high morale.

t. The systenm will rrovide a prospective opportunity
for the retired military persconnel wao would like tc take
the job in this company with all its side activities.

The main missions of PERUM ASABRI are:

a. to pay all the benefits <claim to the menlers or
the survivers as soon the benefit is claimed as possible.

L. to prepare and assess an actuarial calculaticn to
determine the feasible amount of benefits according tc its
current financial ability.

¢. to manage the contribution funds being collected
from memkers in such a way as to providing ever-increasing
anourts cf tenefits fcssible.

<. 1lhe

The actuarial calculation for a social insurance
projram can be determined wusing two different afpprcaches,
pamely:

a. The prosgective approach which, based c¢n the
€xisting fund, determines the kinds and amount of the

25
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tepnefits which wilil ke given to the beneficiaries 1in the
future.

t. The retrospective afpproacn, which is to determine
in advance the kinds and amount of the benefits tc ke givern
in the future, from which a calculation is derived tc faind
the necessary amount cf fund that should be provided in the
Fresent time.

EEEUM ASABRI 1is using the [frospective affproach
Lecause it is copsidered safe and simple. 1In this relation
the agount c¢f the benefits which can be given to the current
menbers as well as the future ones mainly depends upon the
amount of funds which can be provided at present for that
purpose. Eecause <¢i this adopted approach, providang
generous funds at present becomes one of the most impcrtant
Frogram for the compary. [Ref. 14]

The government regulation states that the membershi;
for EERUM ASABRI is compulsory <for all military fpersconel
and civilian working in DOD, while the contribution is regu-
lated by the Presidential Decision No 56, 1974, which states
that 10% «¢f the gross salary should be coantributed to the
frograg tc Le distrituted as follows: [Ref. 15]

a. U4.75% for retirement insurance

te 2.00% Zor health insurance

C. 3.25% for social insurance

This «contribution is withheld and transfered into PERJIM
ASABERI. In practice since 1976 PERUM ASABRI has always
received in advance tle money from DOD, as large as 3.25% of
80% frowm the approved personnel payroll budget, £for each of
the inccuing budget year. This is based on past experience,
that the Ludjet propcsal by LOD is always higher thanbp the
actual payrcll, so tte rest will bte reconciled at the end of
the kudgyet year based on the real personnel payroll. It does
not mean that the rest is always 20% of the approved payrcll
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tudget. Mcst of the time it is zero. {Ref. 16] This finan-
cial arrangement, thcugh, is considered very favorakle for
the ccmpany, since they can develop the fund vastly in what-
ever way they decide. With a secure inflow like that, the
company car set a program and manage tae unused funds ir the
most cptizal manner, and in the most profitable and secure
way [cssible.

Considering that the members contribute 3.25% from
their grcss salary every month, witain 30 montas they will
have fpaid a contribution as large as 100% of the mcnthly
gross salary. Assuming other things remain constant, namely
no chapges in pay rate and the contribution, in every ctier
30 mopnths the benefits scale should be fairly increased by
at least one month of take home pay, even 1if the interest
factor were ignored.

(1Y)

« 1he Current Irnvestment Policy

a. The Sources of the Investment Funds

1) The sources of the funds available to be invested
are the cortribution from the members collected through DCD,
in additicn to the returns from existing investment.

2) The amount of the contribution received frowm the -
menkers are:

a) 1.25% of grcss pay, when ASABRI was first
estaklisked in 1971.
k) 3.25% of gross pay, since 1975

pb. The Principles of Investment Policy
1) From the time PERUM ASABRI was established, they
have tc Lear obligation to pay the benefits to the mernbers 7;‘1
who have retired siance August 1, 1971 and to those who ]

retired tefore then Lut have not received the benefits fronm S
PERUM TASPEN.

31

K
e aa et vd

..............




2) U.on its establishment, tae funds being acquired

bty PERUM ASABRI amounted to Rp.339.824.908,54 consisting of:
a) The cash value from PEKUYM TASPEN

= Rp.109.824.5%€3,54

k) Apprciriations from Directorate General of

Rp.230.000.CC0,00

Rp.339.824.9€8,54

Budgetting

Total

3) Considering the 1limited amount of funds that
could ke accumulated at that time relative to the okliga-
tions to be fulfilled, from the early days the investment
Folicy was directed toward the investaent type that can meet
the fcllcwing corditicns:

a) Quick yielding investment, meaning a shcrt
term investrment

k) Liquid, meaning that the investment can be
transfered to monetary form inmstantly

c) Low possible risk

d) Giving return of investment at least tc cover
its cperating exrenses.

4) The ccumpary avoids the sort of investment Lkeariny
speculative factors. On the other hand, they realize that
such prefered investment with those prime yualificaticns
would Le limited in existence and Jiving a lower —return

compared to some riskier type of investment.

5) 1In a further develcpment, the investment pCiiCj
should bte in accordance with the directions designated by
the Fipnancial Minister's [Cecision No.351/MK/IV/1975 dated
April 7, 1975 regarding the rfunds to be invested by the iife
insurance ccampany in Indonesia, which can be planted only; in
the field of: [BRef. 17]

a) Time Dejosits
k) Land and Building
C) dortgage
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d) Policy Ican

€) Bonds ard Securities.

Nevertaeless, the principle policy on investment
teing ajpiied so far is the safety of the investment itself,
Lecause all the funds being invested along with all their
returns telcng to the members, which should be paid Lkack at
a later time as a benefits schene,

C. Based on the above arguments, the forms ard tyjes
cf investment currently being agrlied are:

1) The time deposit recomes tae type of investment
teing widely agplied since the early times, because this is
the «c¢pnly type that meet both reguirement uwenticned in
subsecticn 3.b.3) and 5).

<) Guided by the Financiai Minister's Decisicn, the
mortgage loan transaction sporadically had been aprlied with
the third fparties, where PERUM ASABRI could obtain fixed
returps which were higher ccmpared with the time defposits
rate available at that time.

3) EBesides thcse discussed above, investmernt in the
form cf fuying lands was also rade. Land investment dces'nt
give mcnthly returns, but the ever increasing land frice
gives the ;romise of a one-time big profit whenever leing
resold at a later tinme.

4) Starting in wmid 1978, investment programr in
Luying prcmissory notes which were issued by monetary insti-
tuticps cther than lanks were developed with the followiny
consideraticns: :

a) The fprcmissory notes' rate of interest is
bigher ttar the time deposits.

t) Thbe characteristics of the time deposits can
te found ip promissory notes.

¢) The prcmissory notes can meet the shert term
liguidity demand, since the period of time can be arrangyed
Letween a week and three months.
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£) In accoréance with the issuance of thne Finarcial
Minister's Lecision N¢ 313/M4K/VII/1973 aated July 13, 1579
whereas PERUM ASABRI was stated as a 1legal entity eligiktle )
as a purchaser in the stock market, the company had tried to '

diversify its funds through the stock market startiang 1in
DCecemter 1979 with the following considerations:
a) Adapting the principle of spreading the rask '
in icvestment.
t) Buying stocks, Lesides earning dividend, also
gives the orportunity for hedging against inflation Ltecause
cf the pcssibility in capital ¢ain whenever being rescld. \
c) The government regulation related to the stocck

ecitiootinen o

market tends to protect the investors' interest, sc that

investing funds through stock market is fairly safe.

As a follow ur of investing funds through the stock v
market PERUM ASAFERI has been purchasing and reselling stocks 1
of tbe ccmranies having yone public. At the present time, in '
additicn tc stocks, the certificate of PT.DANAREKSA and ’ 1
tonds 1issued by the govermment-owned companies or joint
Frivate and government company are also available in the
market.

a. Rate of Return.

The investmert returns which could be acquired by ]

PERUM ASABEI from the above mentioned investments were Lkasi-

cally determined by the rate of returns provided Lty thae

related investment outlets. In otaer words, the rate of

returprs that can be cbtained is given, meaning that FERUM

ASABERI and cther investors in general can not influence the

rate recause the rate mechanism 1is determipned mainly Ly tke
government through its official banks.
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b. Time Deposits Offered by Government apd Private
Naticnel Eatrks.
1) From the time FEEUM ASABRI was estaklished in )
1971 until May 1983, the rate ¢f interest fron time degcsits
in goverrment banks had declinea drastically as shown 1in
Table II .

TABLE 1II
The Rate of Ipnterest of tae Government Banks

Jderosit Period 1571 12-28-74 1-13-27 Until May 83

<4 Mcnths 30% 24% 18% 12%

1€ Mcnths 245 21% - - '
12 Mcnths 1€% 15% 12% 9%

€ Mcnths 15% 12% 9% 6%

: Mcnths 12% S% 6% 3% |

After the onew banking policy was announced on May
31, 1983, the deposit rate of interest at the government 3
fanks tended to follcw the defposit rate of interest at the
Frivate pational banks. To what extend this tendency would 1
go can nct ke anticirated. Ip fact, until about the middle
cf 1S76 PEEUM ASABEI could not enjoy the high rate of
interest frcm the time deposit of 18 and 24 months, because R
the funds availakle at that time could only be deposited for o
the gmaximum pericd of 1. months. Tais was because of the
follcwing reasons: :

- The contributicrs were traansfered from DOD cnce in

Py

three morths, and scometimes even delayed, which means most

e
end

3

Amecdlmd

of the funds could te only fpossible deposited for the period
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of 3 to 1Z months ccrsidering they; should be acting as the
liquidity kumper for the vacant moaths.

- With the contritutioa of only 1.25% from the take-nome
ray., the furnds being gathered was relatively small, so that
almost inpossible to deposit them in period of more taan 12
months. Accordingly the rate of interest being enjoyed
tetween 1971-1975 was between S%-18% per year.

2) 1In accordance with the letter of the Chief of
Staff, DOL for Adsinistration No B/S550/I11/I/SMIN dated
february 6, 1981 to make a trial investmeat for the runds in
tonafide private naticnal banks, PERUM ASABRI was encouragyed
to deposit its funds in selected private national Lanks.
The interest rate in frivate national banks between 1980 and
1583 was stable enough, varying between 18%-18.5% for tae
deposit period of 12 months. This interest was nore atrac-
tive ccmzared with tke rate in the government banks bearing
cnly S% for the similar periocd of deposit.

c. The Rate of Interest cf Promissory Notes.

The wutilization of the funds through [frcomisscry
notes and non banking institution begyan from middle cf 1978.
The interest rate of fromissory notes sometimes bear a wide
fluctuvation, because they form as an instrument in money
marke€t fcr the short period of time, <£for the maximum of six
months. Accordingly the interest rate was determined at the
time the notes were fpurchased using existing market-rate.

Nevertheless, within the last three years, uatil
March 19€3 (just befcre the rupiah devaliuation) the average
interest rate of promissory notes varied between 17%-19% for
the three mcnth-fpericd. This means that until March 19683,
the interest rate of promissory notes was much higher than
the interest on thcse provided by the private rcational
fanks. Considering the characteristics of promissory notes
as a short feriod outlet, the utilization orf funds through
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this dinstrument will also meet the very short liguidity
demand.

d. Securities.

1) Marketable Securities. Income from tane pcsses-
sion c¢f securities kncwn as dividend usualily ccurred twice a
year. Tle amount of the dividend is not fixed, derernding
upon: }

- the amcunt of prcfit beiny obtained by related corpora-
tion.

- the jay-out ratic, the corporate policy in determining :
the gpcrticn of net income distributed to the sharenolders as
dividend.

This 1is fully understandable, since each company has
different pclicy in rlanning their future program. 1

TABLE III - A
The Rate c¢f Dividend given by 13 Corporations

A
PR W

- Semen Cibinong 1d4.9€%

- F.T. Centex ) 25.75%

- E.A.T. Inqgonesia 13.54% 1
- Tificec ] ) 17.4¢€% ' 4
- Richardson Vicks Indonesia 20.44% ' {
- Good Year Indonesia 10.88% :

- Merck Indcresia 17.62% :
- Unilever Indonesia 16.77%

- Multi Bintany 14.04% .
- Eata 18.03% -
- Unitex . 12.0C% =
- Eayer Indcresia 17.35%

- sSucaco 11.81% !

The yearly average rate of dividends given by the 13 '
different «corporaticns which already went public are as
shown in Tatle IIT .

ek
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Those jercentages of course, wouid be smailer ii the shares
were bcugyht from seccndary wrmarket, since the secondary
gparket usually cffered a bigher price compared with the
primary market. As a result, in addition to that tenefit,
if they =sold these marketable securities through the seccn-
dary garket, they wculd obtain <capital gains, tnat is the
rositive difference fketween the purchasing price and the
selling grrice.

2) The certificate of ET DANAREKSA. FPT DANAREKSA is
a governnent owned ccapany kased on Government kegulatico No
25, 1676 and the Presidential Decision No 52, 1976 with its
Eissicn of purchasing marketatle securities oI the coiny
public ccrpcraticn ficm the primary market for the purpose
cf making profit and stimulating the capital market, and
later selling certificates to pubiic so that the public
could also enjoy the distrituted profit being obtained.

Ihe certificate of T DANAREKSA consists of two
kinds:

- Certificates which are supported by single
corporation securities, such as the certificate for FT SEMEN
CIBINCNG securities, cr certificate for 2T B.A.T. etc.

~ Certificates wWwhich are supported by nmultijple
corpcration securitie€s or prcmissory notes.

The certificate of PT LANAREKSA appears to be a very
liqui¢ ottlet of investment, since PT DANAREKSA guarantees
to rerurchase those certificate anytime, which in fractice
can ke dcne either bty PT DANAREKSA or the government Lanks
as its agents, with the price peiny announced every week
with the warranty of at least as its nominal price. Until
now €ach series of the certificate yives the dividend of 2 x
kRp.90C, cr Ep.1800, a year, whicu means bearing anm interest

rate cf 18% from its rcminal frice.
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€. Bonds.

Since Fekruary 1983 the Indonesian capital market
has Leen <crowded by the bond emission of PIT JASA MARGA,
followed by tae bonds of BAPINDO in March 1983 and the Ltonds
ci PT PAEAN SEJAHTERA in June 1983. Different from securi-
ties that fprovide varying amount of dividend, bonds jive a
fixed ipterest until their maturity date. Ail above
menticned tonds have a 5-year period with a similar fixed
interest of 15.5% a jyear.

f. Cther outlets.
The developmert of funds through mortgage and credit
loan keing done so far has been giving interest rate as it
is applicaktle in the spot market, i.e around 18% a year.

S. 1The Compositicn of the Invested Funds

Until 1977, about 90% of the invested fuands were in
tue fecrm cf time depcsits at government banks. 0nly a small
porticn vere invested on land aand mortgage with a third
Farty.

Since the middle of 1978, investment in promisscry
notes started. Since the end of 1979, investment in capital
marxet regun. And <ince 1981, untili September 1982, the
investment 1in time deposits tnrougyh the private national
tanks was also being done.

From the corpositicn of the 1invested funds since
1975 until now, it can be observed that time deposits are
the majcr dcminant irvesting ocutlet of PERUM ASABRI. From
the cverall outlook, almost 97% Irom all the investitle
funds were planted in the forwm of <current investment, i.e
time depcsits, promissory nctes, marketable securities, and
mortgage with the third party.
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Having comgleted our discussion of the <firnarncial
positior of PERUM ASAERI, and aill benefits grovided by the
company, the analyses of the Lenerit system will depart from
those acrcve discussicn. The next chapter will iuntroduce tae
present value modeli as a method to be wused Zor calculating
the «contritution paid and the benefiits received <Ly the

members.
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Leath  Bisk 1Insurance and 3urial Compensation
Benefits (Zable I4):

lhis table <=hows the develogment of tne comfpan;'s

policy ir providing the Death Risk Insurance and the Burial
Compensation 3enefits.

when a memker died, the dependent will
cbtain DRI and BCB a. the amount ror tne respective rank, in
the takle. The death could

or retiremert period.

- Formerly,
happen either within his active
1977 the

to the
DRI 1s cowmbined

Death Risk
died

witn the Caskh

- later, sirce 1 Aprid,

Iusurance fenefit was ounly given member who

Lefore terminate froo worke.
Value PBernefit.
Benefit then

The Burial Ccmpensation 1s given to

members who died in his retirement status (Table X). Hence,

this frogram is given combinedly with the lump-sum payment

renefit, which is given to the members who are survival and

get retired.
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Eeneiit (Iakle VII apd VIII):

This benefit is designed ior tnose who:

1. Jerminate wcrk from the service without having the

right c{ retirement flan.
2. Terminate work because of death while in active
duty.

keassessment kave been Dnpade many times to nmeet the
fair value of the beneifit for the members terminating frcnm
the service. The reassessment is also important to Lte in
barmopy with the change being made for the lumy-sum fpayment
tenefit.

Some variables in the formula are being used tc make

a reascnaltle calculation. Those are:

a = the anpuity, the amount of <contritution keing
paid

x = the age of member when assumed the memkership

o = the contritution period being done

m = the pericd between x and the aminimal age of

having tte right «c¢f retirement plan according to each
zeaber's group in rark.
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Iupp-Sum Paysent Benefit (Iable ¥I):

Since PERUM ASABRI was establisned, tne lumfp-sun
rayment kenefit has keen reassessed rive times to meet a
bigher compensation <c¢f tne members being retired from the
service.

At the early stages, FERUM ASABRI differentiated the
amount according to the groups. When it was established, the
amount of Rp.24.000, was used as the basic calculaticn:

1 x Rp.24.00C, for the Enlistedmen

2 X Rp.24.000, for the Petty Officer
3 X Rp.24.00C, for the Junior Officer
4 x Rp«24.000, <for the Senior Officer
€ x Rp.24.00C, for the Flag Officer

later the basic calculation for the amount is the
last grcss pay, based on the payscale which is already
differentiated according to the ramnks or groups. Sc if tae
payscale is well accepted, then the amount is determined by

gultiplying it with a certain number.
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C. TEE EENEFIT SCHELES
1. 1he Iype of Eenefits

The types? of benefits provided by PSRUM ASAERI
consist cf:
a. Lump-sum rayment bebefit ( Table VI)
k. Cash value benefit ({ Table VII and VIII ) °
c. Leath risk kenefit ( Table IX)
d. Eurial corgensation { Takle X)

a. Those merkers of the nmilitary personnel and the
civilian [fpersonnel of DOD who leave with the right of .
retirement dated since August 1, 1971 or thereafter, will be ®
given the lump-sum payment Lenefit.

L. TFor those members who terminate the employment
tecause cf death within their active duties since August 1,

1971 cr thereafter, their survivors will receive: »
1) Death risk benefit
2) Cash value benefit

¢c. Those menkers enrclled as «civilian of DOD as of
July 1, 1975 or befcre, having reached the maximum year of

enrollzent upon which its time of retirement will e less

than 12 years of memlershifp, wilil be given the cash value S
tenefit.

d. Those menbers who terminate employment without
the right cf retirement plan nor because of death in active
duties, cated August 1, 1971 or thereafter, will receive the
cash value tenefit.

-——— - - - - —— — -———— ——

2The main sources of this_ section is: 'Pet unjux untuk .
Mendapatkan Santunan ASABRI' [Ref. 6] ®

44

et o

...................

. R N AN X DR I ST T
-'A.A'-.l'.n\ P WA S s ‘ﬁ‘“ik‘g’u’u'm"'m'ukgkﬁuwww LIPNL WP TN 1N AT WY W NGRS WP LA L L NP SR S WP 2 2




B ML S L e

g

]
!
B

AL

SO VO PO W

‘.I A ..-- -

1

A
g
T "
......................... e o
hoe-LES ‘00€"hLL"S “696°679°tL | ‘989°G5h-L | 9Zh B9L°L5 [Z86L -
’968°h0S ‘€ZL°81h0"9 sZEBTLHhEHL '096°0LZ°S | ’6LG°691°3€ [L86L @
. ‘oLhcZen ‘LL9°G05°h ’G6L°929°6 ’68L"5ZZ°€ | “986°€Z9°hZ 0861 X
‘hLL muGE ‘L9G"cZZ"h ’LE6°6€0°8 ’68G5°L80°C | “861°G68€"LL 6L6L g
‘8157962 ‘LLeT9oh-n ’668°265°9 '663°265°2 *869°768°€L |8LSL ]
*€6L°06C ‘665002 °€ ‘eegcEnn o 069°8L9"°L | “i18E°L6L"OL |LL51 ;
‘EELBLE ‘9Gl *6h6°€ rZELTNLEh ‘TILcsLeL fLLL*9€6°5 ]9LSL 3
_ “hLE-she ‘Lirrgon=e ML L"G90°G ’6s6 6L e ‘shesnBeth  [Si6l Q

‘ole-feT ’ZEE€"689°L ’191°0L6°L ] ‘€B6-cCe ‘6ohnet602Z°1L hesi

_ ‘6LE-LNL ‘szLhis ’8€8°2€T "L "Lz L9 9ge"61L1"Z |EL6L

§ “heEEctLOL ‘1L -£99 ‘8L8°hG6 | ’G6Z°GEL 98L"G6h"L ZLSL

. - - ~ ’gLz-zz ETARS 1] LLS1

I SO SR A N S
S3TJausg UON S3itIouad ToTINGTIIUWOD suinjl}ay “aul spun g ®aur Je3x
( ge1dny puesnoyy ur )
I99VSY WNYId JO UOTIBRITS Terdueutry oYl
A T4V

- SO - SO_W \e s @ e e @ pwaPLkwrnm




vvvvvv

. « - e e

With the sort of investment as mentiopned aktove, the
Fositicn of the invested funds and its returns every year
can ke seen in Table V from whica one can opbserve the [fosi-
tion c¢f the funds sirce its inception: ( omit year 1971 )

- The invested funds have increased 37 times
- The investment returns have i1increased 55 tinmes.

As a pullic enterprise, PERUM ASABRI should be managed wita
Lusiness principles, mean ing that all expenses shculd Le
covered Ly its income, or, in other words, no deficit shnould
ccCur.

From Table V one <can analyze that the returns on
investmert done Ly PERUM ASABEI, from the year of its estab-
lishment, has always been increasing in amount, along with
the increase of the investible fund. This was made fpossitle
ry +the fact that the expenditures (benefits and ©non
kenefits) have always been lower than the collected ccontri-
butions frcrc the memkers. The differeance, togetaer with the
returns of existing investment, can be accumulated,
resulting in an ever increasing invested funds.

It can also ke observed that the benefits being paid
€ach year is always 1lower than the «contributions tLeing
received. 1his means that the existing actuarial calculation
has Leen done very conservatively, Lecause 1in a sccial
insurance principles, a strong establisned fuuds should be
created in early years, in order to be able to meet its 1lcng
range obligation, which certainly will always be growing.

The percentage of the Dbenefits payment to the
contriftuticn received from 1979 until 1982 was always
decreasing. This inpdicates that the benefit tables should be
reassessed.
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The investmernt coapcsition as is shown in Tatcle IV

is the ccmiany's implementaticn of the Financial Mirnister's
Cecisicn Nc 351, 1975 with the comnsideration that:
give monthly interest within a

12 wmonths),

a. Time defcsits

relatively lony pericd (more than so the funds
not distributed can le deposited in this form, providing the
safest way cf investurment.

k‘

concession

most
high

Promisscry notes being applied are the

current besides giving a relatively

interest.
C. Marketable securities perform a flexibtle invest-
ment, Ltecause they car be used as short, medium, as well as

long terx investment, depending on the existing e€conoric

situaticn.
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Iv. IBE PRESENT VAIUE

A. ASSUMPTIONS

Scc¢ial change will to some extent wunavoidably nuilify

the theory or analyses made with rejard to a static situ-
ation. The insurance program under examination emkraces a
length of time and sccial change zay inrfluence what are at
g cne pcint fitted conclusions. For that reason some assurg-
k; tions should be wmade in aralyzing the social insurance
syster as it presently exists.

1. It 1is assumed that the payscale will not change.
Although in reality there will be some change in fpayscale
“ due tc¢ a fluid econcmic c¢onditions, such chanjes will be
[ reflected in the contributions and benefits froporticnailly.

4 Furthermcre the chances in fpayscale can mot be anticipated

in advance, so a calculation can not be made withcut this
assumiticn.

2. It is assumed that the fpayscale being applied rcw is
considered fair and is fully accepted by the members. It
reans that e€ach groufp on the fpayscale has no complaint aktcut
the scale as a merit systen. It is also assumed that the
policy &maker believes the same aand tnat no significant
change will happen in the 1merit systen. This is impcrtant
because the basic beneiit caiculation being used Ly PERUM
ASABERI is the current payscale. The reason for using a fays-
cale neasure to determine the benefit amount rather tiac
using a fixed monetary amount is to avoid the i1nflaticnary
€ffect wrtich will harm the value of benefit, if a fixed
nonetary amcunt is Leing used.

3. It is assumed that tihe interest rate in Indonesia is
1<%. Althouyh the real interest rate of the government
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tanks varies arcund 12% while the interest rite for the

saving acccunt in conmmercial ranks is akout 13%, the sccial
insurance progranr is not a [pure saving progyrale. For tne
sake cf this analyses, the interest rate of 12% as was
cffered by the government tanks for period of 24 1@cnths
(Takle I1) is being afpplied for tae whole period of calcula-
tion.

BE. SINEIIFICATIONS

1. Which Benefit is tne Ckject of Analyses? Since there
are fcur kind of berefits prcvided by PERUM ASABRI, it is
important to reduce and 1limit the scope ky «choosing a
specific Lkenefit as tke object of analyses. The main issue
is what will happen tc the memfters 1later on as far as their
insurance [rograg is ccncerned?

a. Members may die during their active duties. In
this case FERUM ASABEFI would provide them with:
1) Cash Value Benefit (Table VII and VIII)
2) Death Risk Benefit (Table IX)

k. Members prcltabliy would survive and retired after a
certain length of time in the service. In this case EERUM
ASABRI wculd provide them with:

1) Lump-Sur Payment Benefit (Table VI), ufpcro the
retiremert cate.

2) Burial Compensation (Table X), when they adie
after retirement.

C. Members may resign or quit from the service before

€arning the right of retirement plan and, according tc¢ the
insurance's chapter, PERUM ASABRI would provide them with
cash value ltenefit. Those memkers who resign from the gmili-

tary are not significaut in npumber because if they resign
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tefore they are ertitled tc retirement benefit, their
service will be meaningless Ifor their pension plan. Jemkers
who resign are probaltly do so for the following reasons:

1) Do not fit intoc the military life

2) Commit a crime resultinjy in heavy disciplire

3) Unsatisfied with their current assigoment or
career.

Whatever the reason c¢f their resignation, tnose members will
cbtain cash value benefit. The amount is calculated kased on
the ccntritution paid to the company durinyg their tize sjpent
in the service.

Since the calculation of the cash value benefit given to
the members who died or resigan from the service is Lased
mainly c¢n the length of their <contribution payment, the
tenefit takes the term of a saving program to coagensate
them for the discontinuity of the prograum. Therefore the
amount of cash value renefit given to beneficiaries is equal
to the value of the members savings until that time. Tkis
fact does not affect the formula beiny used in calculating
the cash value benefit and therefore does not influence the
fairress ccnsideratics.

The death risk Lenefit given to members who died while
in active duties 1is really the benefit gyiven away ky PZRUM
ASABRI. This is the real risk born by the company. The
bigher tke amount of death risk benefit, the better it will
ke for tke survivor. A significant amount of this tenefit
will ke @ real help f¢r the survivors. On the other hand,
the higher the amount of death risk benefit, the heavier the
kurden teing carried by the compauye. Since death «risk
tenefit 1is a give away benefit, it is unreasonalkle for
members to argue tae fairness of this benefit. This study
again will assume tke death risk benefit is suificiently
fair, except that the coampany differentiates the Lenefit
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pmultigplier for the different scale groups. As the fpayscale
is already differentiated among the jJjroups, it is rot neces-
sary to differentiate the multiplier on thne death «risk
tenefit.

The lugp-sum payment benefit, combined with burial
compensation, will be received by most of the memkters ci the
Frogram, since the survivcr and retired members are tae
larjest beneficiaries of this insurance grograan. Every
menkexr expects to survive and retire. These individuals
represent the vast majority or plan aenmbers. Therefore the
focal analysis of this thesis will obe on the calculaticn of
the lump-sum payment benefit and the burial coumpensaticn.
That is related with the function of FPERUM ASABRI AS the
saving insurance progranm.

2. For the purpose of simplification, the inflation rate
will nct be considered in this calculation. Although tkis
simplification will favor the company, the idea Lkeing used
are as_fcllcws:

a. Part of the inflation has been covered by the
interest rate being ysed.

b. Part of the inflation will be hedged by tae
increase of payscale, which is assumed to be unchanged for
the reascn given above.

For these reasons the inflation rate, which in fact reached
S$.7% in Indonesia in 1982, should be excluded from the
calculaticn.

3. Memlkers will te in the service between 20 years and
32 years for officers, and fketween 20 years and 28 years for
the enlisted and petty officers. This simplification is pade
fased c¢n the @minimal and maximum ages for the military
retiremert plan, which will draw the most populaticn lying
Letween thcse ranges.
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4. Fromotion will basically <follow the normal pattern3
career, where 1in this study members are grouped as fast,
mediug and slow promoted personnels duriny their care€er, so
that a certain pay/picmotion for aembers cam be plotted and
calculated easily. 1The factual discrepancy will not nullify
the result tecause almost all career will lie in between the
slow and the fast promotion plans. .

5. 1he analysis will use the base pay, instead c¢f the
gross pay, 4in its calculation. Hence the marital status of
the menkers is igmored. In reality, almost 100% of male
military personnel ¢et married during their «career, while
some of the female gilitary personnel stay single. The
spouse allowance is 5% of the base pay, while children
(naxigum of three) will get allowance of 2.5% each. The
increase in take hcime pay as a result of parriage will
increase proportionally the ccntribution paid, and later the
amount of the benefits received. Therefore, marital status
can ke icnored in the model.

6. Although the 1life expectancy 1in Indonesia 1s 48
years, [Ref. 19] it 1is assumed that, on the average,
Indonesian military [fersonnel will die in 10 years after
retirement and the dependent will obtain the burial compen-
saticn.

C. TEE MODEL

Based on the above mentioned assumptions and simplifica-
tions, a mcdel of a member of PERUM ASABRI havang the obli-
Jation of jfaying contribution and the right of receivinyg
Ltenefits can be understood as follows:

3Keputusan_ MENHAMKAM/PANGAB No:  KEP/A 8/II,1672 tgl.
23-Pekruari-1972 tentany Pokck-Pokok Pembinaan Fersofil
Sukarela Anykatan Bersenjata Republik Indonesia. [Ref. 18]
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1. A person enrclls in the military service on January
1, Year C.

2. He will autcmatically bLecome the nmember of EFERUA
ASABEI, and pay the contribution througn his salary with-
holding ( 3.25% * grcss pay €eve€ry monta) .

3. Be will stay in the service long enough to receive
his retirement benefit.

4. Wwitbhin his career he will get some promotion which 4

will influence his ray scale: 1
a. Rank promotion.
b. Fayscale prcmotion.

S. 1The monthly fpayment of contribution will be ccuuted
tack to Januvary 1, each year using the monthly annuity due, 1
recause the payment 1is made ip advaance, with the interest ]
rate cf 12%, to find the yearly payment. The annuity due
factor is then = 11.3€8 _._!

6. Those yearly payment will be adjusted tc taeir ’
Fresent value, using the present value factor with a 12%
interest rate. The accumulatior will pbe added to find tae

present value of the contritution on January 1, Year 0.

7. Ey the end of his service, he will terminate his bl.a
contrikuticn and will obtain the lump-sum payment tenefit f‘f?
which is 5 x last grcss pay. (The base pay will Le¢ used ) “f
instead). The benefit will be adjusted to its present ;

value, usiry the present value factor with 12% interest

o
P Y W

rate, tc find the fresent value of the lump-sum fpayment
Eenefit ¢n January 1, Year 0.

8. later on he will die, and his dependent will receive
the burial compensaticn of K;.90.000, This amount will be

-
PRI BT O

disccunted to its present value, using the present value
factor with 12% interest rate, to find the present value of
the burial compensation on Jasuary 1, Year O.

9. 1The present value of the lump-sum payment kenefit,
conbined with the present value of the burial comfpensaticn,
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will ther Le compared " ‘tu the [present vaiue of the ccntri-

faticn paymerot oo Jusvary 1, Year 0. 4 Key guestico to Le
- -3
€xadiped 1s whether the two —rnudbers aatca. If not, woicha ) )
cne 1s nigher? Table XI shows how the present value method

is peir; used in this analysis. :Zd
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V. THE USE OF THE PEESENT VALUE MODEL »
In this chapter the model will be applied to a memker's

contrikutions and berefits to evaluate its fairuess.

A. TEE CABEER PATTEEN

In order to make a comfpariscn between the present value

¢f ccntribution paid and the present value of reneiits
received by a amember, a sample of one person Jjoininyg the ®
service is designed. A career pattern of a hypctheticail
officer will be exposed as an exanmple as foliows:

- Anycne wishing tc become an officer should pass through
one of the cfficer training programs, such as the Indoresian »
Armed Forces Acadenmy.

- Upcn ccapletion ¢f that trainiang, he will be ccamis-
sioned as a 2nd lieutenant with 0 year base pay. | :

- Duripg his career he will folliow a promoticn pattern »
(table XII) based on the Minister of Deifense Decree Nc:KEP/a
8€/11,197Z dated February-23-13972.

- Eased cn this pattern and payscale, one can descrike the
Fay/prcmcticn pattern of an officer as follows: »

- Takle XIII = The Fay/Promoction pattern for a Slow Career
Cificer.

- Takle XIV = Tke Pay/Promotion pattern for a Medium
Career Officer. ’

- Table XV = The Eay/Promotion pattern for a Fast Career ]
Cfficer. -

Ip reality the patterr may vary witn so zany possikili-

ties. However, in the average, these patterns capture the ’ o
€ssence c¢f ray/promotion pattern of a vast majority c¢f mili- \
tary cfficers in Indcresia.
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B. TEE EFERESENT VALUE OF THE CCNTRIBUTIONS.

Eased on tnose fpays/promoticn tabies for slow, mediur and
fast career officers, we <c¢an calculate the contriktuticns
that he would pay during his gilitary career as shown in the
follcwing tables:

- Table XVI : The Eresent Value of Contributions made by
Slow Career Officers.

- Table XVII : The Present Value of Contributions made by
Mediur Career Officers.

- Table XVIII : The Present Value of Contributions made by
Fast Career Officers.

Fcr e€ach of these takles, tne calculations are as
follcus:

Ccluzn 1, 2, and 3 are derived from the related pay/ \
promcticn gattern takles.

Cclugn 4 is the ccntributicn paid monthly, i.e., 3.25% =%
tase pay of the year in each respective rank/payscale.

Cclugn 5 is tke present value of monthly jayment,
discounted tack to the value c¢n January 1 of each year to
find tke yearly rpayment, using annuity due factor 11.3¢€E.

Cclumn 6 is the ;zresent value factor using 12% interest
rate reing assuned.

Column 7 is the present value of yearly payment (cclunn
S), disccunted back tc the value on January 1, Year 0. :Tfj

Cclumn 8 1is the cumulative present value of ccntritu- o
tions paid after a certain pumker of years in the service,

VY

disccunted kack to tte value cp January 1, Year 0.

Using this table, the present value of the contrikution
paid cr Janvary 1, JYear 0 and all the related calculation
can be <seen for a member after any period of time in the

service.

'l
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dump-sup rayment should be created. As an example, assunme

the current benefit scale will be applicable to memiers who

A

retired after 20 years in the service, we may increase the -
multiplier for additicnal years of service, such as 12/30 *
gross pay = 0.40 grcss paye. Because of the 12% interest
rate reirg considered in this calculation, a rounded up of

St .
Ao e sl 4o g 4

0.50 grcss gpay is sugyested to be added to this new lumi-sum

payment lkenefit for every additional year. It means.if a
member retires after 21 years in the service, he will get a
lunp-sus rayment of £.5 * grcss pay. 4
After 22 years he will get 6.00 * jross pay. J
After <3 yjears he wili get 6.50 * gross pay, and so on.
Using this formula, aew present value benefits tables
can Le created as follows:
Takle XXIII : 1The New P.V. Benefits for Slcw Career : 4
Cfficers. ]
Table XXIV : Tke New P.V. Benefits for Medium Career :
Cfficers. o
Takle XXV : Tte New P.V. Benefits for Fast Carecer = T
Cfficers.

By using tables of F.V. Contributions constructed earlier

(Table ¥VI, XVII,and XVIII), we can combine those data and e
create a new ratio takle (Table XXVI) to see what will the J
ratic lock iike after the adjustment. The new <ratio of RS

PP N S I

Fresent value of Lenefits and contributions are still
decreasirg from jyear to year, but it appears to be much
tetter and more reascnable for the members in the insurance » 4
program.

7€
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L. TBE CCMEARISCN OF THE P.V.OF CONTRIBUTIONS AND BENEFIIS.

Frcm the figures «¢f the present value of contriktuticns
(Table XVI, XVII, and XVIII) and tae present value Ior
tenefits (Table XIX, 3%, and XXI), a comparison can ke made
ty a memker of PERUM ASABRI or any decision maker in evalu-
ating tlie fairness cf the contributions/benefits ratio.
Table XXII shows the comparison between those figures and
the ratic tLetween the benefits and the contributicns for
slow, medium and fast career officers.

It cen ke analyzed as fcllcws:

1. 7The present value of lenefits a member will receive
is very 1lcw compared sith the fresent value of contributions
Faid ty that menmber.

2. There is no significant differences in the ratio of
the tenefits and the contributions among the slow, medium
and fast career officer.

3. The longer a member stays in the service, the smaller
the present value of kenefits he would obtain. The longer a
member stays in the service the largyer the present value of
contrikutions he would pay. Hence, the longer a memkter
serves in the service, the smaller the ratio of the Lenefits
and centritutions in the present vaiue calculaticn. This

€vidence <cshows that the Jlump-sum payment benefit scheme

using a constant wmultiplier teing applied (in this case 5)
is not in line with the merit system, where the lcnger a \;fﬁ
member stays in the service, the hLigher the benefit he would o
cbtaipned. 1

The idea discussed in Chapter III that in every 30
months a member will pay an additional of one @month gicss
fay, will ke taken into consideration for further analyses.
It seems that multiglier for the lump-sum payment benefit
should te on bacsed <¢f a graduated scale according tc the
length of service. A base of multiplier to be used in a new

71
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»
Ccluan S is the ccmbined fresent valiue benefits oi bcth
the iump-suz payment and the Lkurial compensation, disccunted
to the value on January 1, Year 0. ’
Using this table, the rresent value of the benefits to '
ke received by a survivor, as discounted to January 1, Year
0 can lte okserved. i
»
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C. TEE FRESENT VALUE OF THE BENEFIIS. 1

Since the £focal aralysis of this thesis is concerning _ ]
those shc wculd survive the military career and earn retire-
ment renefit, we must arnalyze the following benefits:

1. the lump-sum gayment tbenefit, Jiven upon the memker's

. .
Fre oy T B )

retirement.
2. the burial compensation benefit, given upon the
menber's death (which in this analysis is assumed to Le 10

PP O U

years after the retirement date).
As the earliest retirement time for members 1is assurned . ;
to e 20 years after enrcllment in the  military, the
benefits takles are developed as follows:
- Takle XIX : The Present Value of Benefits for Slow
Career Cfficers. . b
- Table XX : The Present Value of Benefits for Mediun
Career Officers.
- Table XXI : Thke Present Value of Benefits fcr Fast

Career Officers. i

PO

Fcr each of these tabiles, the calculations are as
follcus: )

Ccliumn 1, 2, and 3 are derived from the related pay/ ]
Fromoticn pattern talles.

Cclumn 4 is the lump~sum payment benefit, 5 times of the
last year's monthly Lkase pay. o

Cclugn 5 is the fresent value factor using 12% interest fﬁfﬁ
rate tkeing assunmed.

Colugn 6 is the fresent value of the lump-sulm fayment
Lenefit (column &) discounted to the value on January 1,

PI IS )

Year C.

Cclumn 7 is the present value factor for the cLturial
compensation, using 1z% interest rate.

Cclumn 8 is the rresent value of the burial compensation

P o

tenefit (K;.90.000,), discounted to the value on January 1,
Year C.
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VI. CONCIUSIONS AND RECOMMENDATIONS.

Tbe critical result of this study can be summarized as
follcws:

1. 1t can be observed that from tue company*'s financial
point of view (Table V), PERUM ASABRI clearly has a stable,
growing-and pronising financial condition. As far as tae
governmert continue tc regyulate the membershifp coatrikuticn,
the ccmpany will have a guaranteed source of income and will
never go Lkarkrugt. The future of the company's figparncial
conditiors will ke at least as gcod as 1t is now if they can
maintain their <careful investment policy as it is apfrlied
now.

2. PERUM ASAEBERI dces not have sigynificant future okliga-
tions, =since the kind c¢f benefits provided by the company is

a single payment type benefit wherein no further obligation

" exists Letween the «company and the members after each

lump-sum claim is paid, except the burial compensaticn which
is prcvided upon their death. All of those obligations,
though, <cap be treated as a single year obligaticn. This
differs frcm the Social Security program where a continucus
Fayment is incurred monthly to the o01ld age members until
their death, hence become a Lturden of its accurnuiating
future cltligations.

3. The present value of the cumulative contritutions
paid is much greater than the present value of the tenefits
to be obtained by a member who survives and retires frcm the
military service. Because of this significant discrefency
the amcunt of the benefits should be reassessed and
adjusted.

4. 1The longer a member stays in the service the smaller
the present value of Lenefits bhe would obtain, on the cther
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hand, the larger the present value of contribution he would

ray, and therefore the smaller the ratio of the benefits and

-y

contritutions wculd te. From the standpoint of a @merit
system, this kind of tenefit scheme is not a fair situaticn.
A new formula shculd ke designed for a better system.

S. The use of the last gross monthly pay as the basis of
| benefit calculation is a logical one, since the grcss pay is ’
part cf the merit systen. The benefit using a fixed amount
cf mcney will need a frejuent adjustment due to the infla-

tionary effect to the monetary value.

r The following recommemdations are presented, tased on ’
the akove ccnclusions that the aamount of benefits should be
increased and the fact that the financial <conditicn of the
company is strong:

| 1. 1be current rkenefits scheme should be increased into ’
a certain amount that will nct harm the <company's ogera-
tional ccntinuity.

<. Using Talkle V, the maximum feasable benefits (cclumn

5) tc be provided Ly the compamy is at least egual tc the ’
contrituticrs received by the company (column 4). lhe
company's operational expenses and non benefit exfpenses

(column 6) can be covered easily by the company's investment

R L

| returns {(cclumn 3) fcr the years to cone. Applying this
Folicy, the company could still reinvest the difference
retween the current investment returans and the non Lkenefit

expenses, 1in their irvestment funds. It is apparent that
) the ccmpany does not need to rely on membership coatritu- )
tions to pay for operational and non benefit expenses. The

formula cf the eguation between column 4 and column 5 from

Table V is presented in Takle XXVII It is obvious taat the i

) tenefit side should Le increased by adjusting the value of X L
(the multijplier to grcss pay in benefit scheme) to ejualize B}
with the contribution side.
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The following reccmmendations are presented, considering
that tte benefits prcvided Ly the company should be ir iine
with the merit systen.

1. The applicaticn of giving similar lump-sum payment to
every metber, regardless of the length of'time being spent
in the service, sheculd be changed. This kind of fpractice
will tenefit the memkers who stay in the service for a rela-
tively short time orly. The longer a member stays in the
service the more benefit he should receive in exchange for
the higker contributicn he has paid to PERUM ASABRI.

Z. A formula tc determine the constaant factcr as a
multirlier to the gxrcss pay 1in providing the new lunp-sun
paynent Lenefit should be designed. A method to find value
as the cconstant nunker as shown in <Table XXIVII and Takle
XXVIII is recommended.

It has keen the [urpose of this paper to smed a bit of
light cn the higaly ccmplex and little understood system of
social insurance in Irdonesia. If the preceding analysis and
recomrcendations have contributed one ioth to providing a
base for ircreasing that system's efficiency and fairness,
the auther's effcrts were not in any way spent in vain.

PO Y

e
Vo
e

o
e

&7

' N
PSP |

S
e
1 PN

v
.4
« .
ot
P
»
ol

1

.\~ N
LN

'.l
]

A

N .o, . R L S P A I S S R D T P R SR SR SES LT L I T A S Y
- LT R UL P DR WOy T LS TR, e . W T B

- . -
..................

. . S . [ T AP R A N
e e e et s e et PONPORIESCEIAD I B UL S S U i T AT SO ST RIS St HP UL TR ST St S Y] J\AJ'J'}‘!'J\A'.&




1IST OF REFERBRENCES

1. Angell, F.Jd. Insurance Principles and Practices,
Rcfald’pPress éco gpany ,'195§.

2. Brcwn, J.D., An American Philosoprany 9f Sccial
555955_4 Evolutlon and Issues, Princeto. Univer ity

Préss, 1973

3. Peraturan Pemerintah Re;ubl;k indonesia, 3entuk-Bentuk
Usaha Negara, EF.P. No 1, 1969.

4. Peraturan Pemerintah Republik 1Indonesia Asuransi
Sosial Pegawai Negeri Sipil, P.P. No 25, §81.

5. gergtgrag Pemﬁrlntag Rﬁpunltk Igdone51a£ %§ggg§§%
gsia aji a atan ersenjata €LuDli
395808020 HRngdaghe ghqket teellata 25k
6. Petunjuk untuk Mendapatkan Santunan ASABRI, EERUM
KSZBRE, November TI983°
7. Associates in tke Social Sciences Department of Scciail
Sciences United States Military Academy, West Fcint,
Erinciples of 1Insurance & Government Benefits for
Se€rvice Personnel, 10th €d., Stackpole Co, 1396%.”
8. Gre€ne, M.R., Rlsk nd In ance, 2nd ed., South
Western Pullishking Co 1 38
S. Ternbull, J.G6., Williams Jr., C. A. and Cheit E.E.,
Eccncmic and Social Security, 3 ed., Ronaid Fress
CéMgarny, T962%
10. Boskin M. J. and others, ng Crisis in Social
Sgggr1£ Proklems and Eros £, 2nd ed. Institute
Icr CTon em;orary Studies,” San ranCLSco, 1§78,
1. Sccial §ggg£i§¥ Handlook Us Degartment of Health,
Education and elfare,'?eﬁruarj
12. Social Secur;t% Bulletin Annual Statistica f
Suirlement,  1ISE1, US De€p Ttment “Of Health and Ruban -
S€rvices. :
E
13. Social Sg_grit% Bulletin, Anpual Statistical
gggglemegg, 1580 US Detartment O Health ~and Buman
€Ivices,

PR
et

SO0 T .
FOUR GNOW

................................
...........




14.

15.

16.

17.

18.

19-

M S M 2l A e 2

Interview with Lrs. Soepadi, PERUM ASABKI, January
TSEGS

Keyutusan Presiden Republik Indonesia, Pemkagian,
Penggunaan, Cara Pemotongan, Pemnyjetoran, igg'Esggggza
Juran~yang _Difubgut Garl™ péjawal Negeri, __rejarat
N€gara, dan Benerima pensiun, Reppres No 56, 19777
Interview with Drs.  Ihamrin Lubis, PERUM ASBBKI,
Jatuary 1984~

Mepteri Keuangan ,Reguhlik Indonesia, Pepgarahan
Lara-Dana Investasi erusahaan Asuransi™ Ji¥a di

Mepteri HANHAN/EFANGAB Pokok~Poxok Pemtinaar Personil
Sukarela ABRI. No: KEp/X B/II/T973.

Ccuntries cf tlie World and their Leaders 3rd ed.,
Gale Kesearch Tcupany, Detroit, Hich., 1977.

89

cala® 4.l L tana Tl

PARARS AR .
[N I 3 S N NP IS




BIBLIOGEAPHY
Ackerman, S.B., Insurance, a Practical Guide, 3rd ed.,
Ronalé Press Company, 1948,
Ball M. Social Securit Today and TcmOILOW Columkia
Un%vé:sﬁty ﬁre§§7‘1§7£?""'1 - =E= smmEa
Barro J.E., Ihe Impact of Social §ecurit% on Erivate
Saving, Evidence Iforn U.3. TIA€ Series, EKEI Xor PUTIic
POIICY Re€se€arch, T978." -
Cagan, E. The Effect of Pension 2lans on AJggregate Savin
Ividefice troT s %amoie Suryey - UNSEIoRal BULGRU SI FRoToELe
Research, 1565,
Eilers E.D. and Crcwe R.M., Grour Insurance Handlock,
Kichard L.Irvia, Ince., 1865. - -
Haber, FW. and Cohen, W.Jd.,_  Social Seggrit* Programs,
Problems, and Policie€s, Richard DUIIwin, InC., 860<

Maclean, J.E., Life Insurance, 9th ed., McGraw Hill, 1962.

McKinley C. and Frase ReW. Launching Social Security,
Un;vers;%y of Wisconsin ﬁress, §977%

M.¥W., Studie

Reder in the Theory of Helfare Ecchngmics,

Colunfia Univer§i€y'¥fes§7 T963.7
Van Gerkem, . J.W., . Sccial §ecggit¥ the Long-Term Leficit,
AEI fcr Fuflic Pollcy ReseaTrcr, 139 8.
Wynn, _S. Morld Trends in Life Insurance, A Halsted PEress
EGok, 1575.

90

L T T L e N S S Y
P T T T T e U P TR UL UL
.................

Tl L e e T e RS L T T L U T P T SRR
ST AT T e e e A e T T e e D T A A St BRSSPI RS B S TR IR

.
Tl

......

R

[ T R ]

Mtoatondiadadoabedin h. L

Al e o




B T e ——— -~ T T N e e e e e e i e s i iy i ol

-

INITIAL DISTIRIBUTION LIST )

PEIVSE TURDY VI S ]

No. Ccfgies

1. Lefense Technical Information 2 PR
Camperon Station | S
Alexandria, Virginia, 22314 ,

Z. Iitrarz, code 0142 2 ]
Naval tos

tgra@uate,Sc“ool
alifcrria, 93943

3. Lepartment C aignan, code 54 , 1
Lepertment cf Administrative Sciences
baval Eostgraduate.School .
¥cnterey, Califcrnia, 93943

4. Erofessor Shu Liac, code t4 ) 1
Lejpartzent of Administrative Sciences
Naval Postgraduate Schcgol
Monterey, Califcrnia, 93943

Mcnterey,

'
) PRSP T Wy v y3

5. Erofessor cher Evered, ccde 54 1 )
Lepartment of Administrative Sciences !
Naval Postgraduate Schggl o
Mcnterey, Califcrmpia, 953943 T

6. CDE Eddg Noegrohc 1
Markas Besar TNI-AL -
Jakarta, Indonesia N

1. Kerala Korps Adszinistrasi 2 1 {
arkas Besar TNI-AL ) o]
karta, Indonesia e

1L Teguh Santcsa 2
93| SABR% )
arta, Indonesia B
Se zﬁustakaan Pusat 2 o)
rkas Besar TNI-AL OUE
karta, Indonesia

Eustaka@n AKAERI Bagian Laut 2 RN
RI Bagian Laut L
akaya, "Indonesia

10a

s Citein Cavite CGie
cxo pbhd bEHO o

(o Ja]

e
PR
Al ik md b

S e b o L ed

v s

e
PN
a’a’e s »

91

-

e e e e e e e e e et e e S e .'_..‘;-‘ e R T T AP RN L, et Ty .
S T T T N T T T N e e e e e T T T S B LSRR

|
3
= 1
----------------- c M wt e a"a®etet et ettt - i

R PP A DR N N NS S N PGPS SO I I AP AT AR, I WAC SR oI S Wi SRS T s WSO S0 I SO Sll WK ST . SuR Sl Sl Uk M Mot SO FOll St Al o |



FILMED

5-85




